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Specific finding | Prices in the ISO and PX Spot Markets from October 2, 2000 to June 20,
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were unjust and unreasonable.

Sellers participated in Megawatt Laundering or “Ricochet.”

Sellers participated in false load schedules by engaging in “self help.”
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mitigated.
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Explanation of | Sellers refused to sell OOMs to the ISO and insisted instead on selling in

:z::z:c‘: real time to CERS. Sellers also engaged in “self help” by scheduling a

purports to day-ahead sale to CERS and then failing to deliver the contracted-for

show quantity, which caused the ISO to have to purchase the shortfall in the
real-time or OOM market, which often occurred through CERS.
Additionally, CERS suspected, and other testimony now confirms, that
sellers engaged in “megawatt laundering” transactions, whereby the sellers
would purchase energy from California’s markets, export it out-of-state,
and then sell that same energy back to the CERS in real time so that CERS
could meet the ISO’s demand. Sellers also engaged in exchanges with
CERS at high ratios.

Party/Parties | American Electric Power Services; Avista; City of Burbank; Coral; Duke;
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El Paso; Eugene Water & Electric Board; Grant County PUD No. 2;
LADWP; Mirant; Nevada Power Co.; PacifiCorp; Portland General
Electric; PG&E Trading; Public Service Co. of New Mexico; Pinnacle
West; Powerex; City of Seattle, City Light Dept.; Sempra; Salt River.
Project; TransAlta; MSR Public Power Agency; Public Service of
Colorado; Puget Sound Energy; Sierra Pacific Power Co.; TransCanada
Power Co.; Tucson Electric Power; Turlock Irrigation District; Williams
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CDWR; Commission de Federale Elactricidad; Dynegy; Northern
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BP Energy Co.; Calpine Energy Services; Commonwealth Energy Corp.;
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Administrator; AES NewEnergy, Inc.; Power Exchange; Modesto
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Constellation Power Source; Western Area PowerAdmin — Sierra;
Allegheny Energy Supply Co.; East Bay Municipal Utility District; Fresno
COGEN; New Energy, Inc.; Sierra Pacific Industries; UC Medical Center;
Snohomish County PUD;
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PREPARED TESTIMONY OF WILLIAM GREEN,
MANAGER OF BILLING AND SETTLEMENTS,
CALIFORNIA ENERGY RESOURCES SCHEDULING DIVISION,
CALIFORNIA DEPARTMENT OF WATER RESOURCES
ON BEHALF OF THE CALIFORNIA PARTIES

1 Q. Please state your name and business address.
2 A My name is William Green. My business address is California Department of Water
o 3 Resources, 3310 El Camino Avenue, Suite 120, Sacramento, California 95821.

5 Q. By whom are you employed, Mr. Green?
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I am the Manager of Billing and Settlements for the California Energy Resources
Scheduling Division (CERS) of the California Department of Water Resources

(CDWR).

Please summarize your professional and educational background.

I hold a Bachelor’s degree in mathematics from Ohio Northern University and I have
taken masters courses in Mathematics at Bowling Green University. I have been
employed in the electric power industry for over twenty-six years. I worked in the
Power Supply department of the Bonneville Power Administration from 1976-1984.

In 1984 1 left Bonneville Power and joined Pacific Gas and Electric Company’s

scheduling dispatch office. After 13 years at Pacific Gas and Electric, I worked for

the scheduling department at the California Independent System Operator
Corporation (ISO). 1 left that position in April 2001 to become the Manager of
Settlements for CERS. My duties over the years have entailed the marketing and
scheduling of power, computer programming and quantitative systems analysis,
short and long-term planning, data acquisition and reporting, contract administration,
and scheduling coordination. 1 have extensive experience in all aspects of power

production and marketing.

Please briefly describe the nature of your duties and responsibilities at CERS.
As Manager of Billing and Settlements for CERS, I am responsible for reviewing

and settling all electric power purchases, associated products, and invoices.

Page 2 of 11
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What is the purpose of your testimony?
I will provide facts concerning certain CERS bilateral purchases of energy from
sellers, including exchanges, beginning with the commencement of CERS’

operations on January 17, 2001 and ending on June 20, 2001.

Please describe CERS.

CERS is a division of CDWR, an agency of the State of California. As authorized
by a Proclamation of the Governor of the State of California, dated January 17,
2001, and by legislation enacted in 2001 (known as SB 7X and AB1X), CDWR
was authorized to purchase electric power and to sell power to retail end use
customers. Effective January 17, 2001, CDWR began to implement this authority
through CERS. This function is separate and distinct from the water management

and power functions associated with CDWR’s State Water Project.

Please describe CERS’ bilateral purchases during the period January 17 - June 20,
2001.

Beginning on January 17, 2001, and through the end of the refund period on June
20, 2001, CERS bilatera]l‘y purchased from sellers approximately $5 billion of
energy on a 24 hours or less basis. Some of these bilateral purchases were day
ahead and some hour ahead, to fulfill CERS’ obligation to meet the “net short”

(1.e., the portion of the needs of the retail customers of California’s investor owned

Page 3 of 11
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¢ 1 utilities not met through the schedules of the IOUs themselves), and the rest were
2 out-of-market purchases made by CERS at the instruction of the 1SO in order to
N 3 allow the I1SO to meet grid reliability needs. Collectively, I will refer to these
( 4 purchases as “CERS OOMs.” These CERS OOM costs were directly invoiced to
5 CERS by sellers, and CERS has directly paid the sellers.
- 6
7 Q. How, if at all, do these bilateral purchases by CERS differ ﬂoﬁ purchases made
8 by the ISO for which CERS provided payment?
- 9 A. After January 17, 2001, when CERS came into existence, CERS served as the
10 creditworthy backer of the ISO when the ISO acquired energy for balancing in real
- 11 time (BEEP transaction) or through out-of-market purchases. In addition to
12 backing BEEP purchases made by the ISO, CERS purchased directly from sellers
13 to meet essentially the same needs, and did so at the direction of the ISO. In many
- 14 instances during this time period, sellers refused to sell energy to the ISO and
15 mnsisted on dealing with CERS. CERS OOMs served the same function as these
16 ISO purchases, and in fact either the PX (for day ahead and hour ahead purchases)
-
k 17 or the ISO (for real time and OOM) performed those functions before CERS was
18 created. it is my understanding that ISO\ transactions of this type, which 1 will
= 19 refer to collectively as “ISO OOMs,” are subject to mitigation in the refund

207 proceeding in this docket, but that CERS OOM s are not.

i
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Did CERS keep records of the bilateral energy purchases that you are referring to as
CERS OOMs, and exchanges?

Yes.

Are you familiar with those records?
Yes. 1 have personally reviewed all invoices for these transactions that CERS

received for purchases and exchanges from January 17, 2001 through June 20, 2001.

Have you identified the CERS OOMs?

Yes. Exh. No. CA-14 (Appendix A) is a schedule that sets forth, for the time period
in question, the aggregate purchases that CERS made from sellers. It shows
puréhases, by month, by seller, with price (average and maximum), and volumes. It
1s further broken down by type of transaction — OOM, hour ahead, and day ahead.
Also included is similar information for balance of month transactions that CERS

entered into with sellers during this time period.

Can you provide a description of the differences among OOM, hour ahead, day
ahead and balance of month transactions?

Yes. OOM transactions are those purchases made by CERS that were directed by
the ISO for real time grid reliability requirements. Day ahead transactions were
bilateral transactions entered into on the day prior to the delivery date. with the

exception of weekends and holidays. Under the WECC convention, there is a pre-
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scheduling calendar for trading to accommodate weekends and holidays, which
treats properly scheduled purchases for those days as day ahead transactions (for
example, deliveries on Friday and Saturday are transacted on Thursdays). Hour
ahead transactions are bilateral transactions entered into intra-day, that is, the same
day as delivery. Finally, balance of month transactions are short-term transactions

N

entered into for periods of time longer than day ahead transactions.

Are you also providing a more detailed record of CERS transactions than the one
summarized in Exh. No. CA-14 (Appendix A)?
Yes. The CERS database of transactions, which Exh. No. CA-14 (Appendix A)

summarizes, is set forth in a separate compact disk, designated as Exh. No. CA-197.

During the time period in question, did CERS also acquire energy in bilateral
transactions through exchanges?

Yes.

Please define what you mean by an exchange.

Genencally, an exchange is sending and receiving products, usually energy, not
necessarily in the same time period nor at the same delivery rate. In a typical
exchange the energy that is provided by one party is equal to the amount of energy
returned by the counter-party, multiplied by a “return ratio.” For example, the

Western Systems Power Pool Agreement, a FERC-approved rate schedule governing

Page 6 of 11
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] many transactions in the Western U.S., provides for a cap on exchange ratios of 1.5

2 to 1.
o 3
\ 4 Q. During the period January 17, 2001 - June 20, 2001, what exchanges did CERS enter
5 into?
- 6 A Exh. No. CA-14 (Appendix B) sets forth the details concerning CERS’ exchange
7 arrangements. The bulk of these arrangements were with Powerex at exchange
8 ratios of 2.5 to 1, and all but a few of these were “like time” exchanges.
R 9
10 Q. California Parties’ witness Fox-Penner discusses in his testimony what he describes
- 11 as a “negative uninstructed deviations” strategy by sellers known as “self-help,”
12 pursuant to which sellers reduced their receivables from the ISO by scheduling on a
13 day ahead basis bilateral sales with CERS as purchaser, failing to produce the
. 14 contracted-for quantities, thereby forcing the ISO to purchase the shortfall in the real
15 time or OOM market (often through CERS), and invoicing the non-delivering seller
16 for the negative uninstructed deviation, which the seller then “offset” against the
k 17 ISO’s outstanding liability to that seller. Are you aware of any facts that relate to
18 “self-help” practices on the part of sellers?
-~ 19 A, CERS had suspicions that self-help was occurning, but in general did not have the
20 necessary data to prove it, because to do so it is necessary to correlate negative

o 21 uninstructed deviations, by volume and seller, with CERS bilateral purchases from a

Sl
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1 particular seller and generation data -- meter reads -- from the seller that was

2 supposed to satisfy the obligation to CERS.

4 Q. Why did CERS suspect that self-help was occurring?

5 A CERS knew that it had contracted with particular sellers for bilateral purchases,

- 6 knew that the ISO was experiencing substantial imbalances that needed to be made
7 up through very substantial BEEP or OOM purchases, either by the ISO with CERS’
8 backing or by CERS directly, and realized after reviewing monthly ISO Market
a 9 Certifications that many of the same sellers with whom CERS had contracted
10 bilaterally had very substantial unpaid balances to the ISO. In general, however, we
~ 11 could not verify that self-help was actually going on because we did not have the
12 necessary meter data. This meter data often was not available to CERS because
13 neither the ISO nor the sellers provided it. The ISO could not provide the data due to
. 14 confidentiality provisions, and most sellers simply refused to provide the meter data
15 that CERS needed to verify that the paid-for energy was actually delivered by the
. 16 seller.
\ 17

18 Q.  Was there any instance that exemplified CERS’ suspicion?

- 19 A CERS made a real time “CERS OOM?” bilateral purchase from Duke Energy in Apnil
20 2001. For the purchase in question, that had a price of $1,273,513.61, CERS
2] explained to Duke that it would withhold payment until Duke could provide records
“ 22 to prove that Duke actually generated and delivered the power to the ISO. After a
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number of e-mail exchanges, CERS requested, and Duke agreed to provide, Duke’s
daily downloads from the ISO to verify that the energy actually had been delivered.
Duke never provided the information, however, and CERS, as a consequence, never
paid Duke’s bill. Our last contact with Duke on the issue was in December 2001,
when Duke agreed to provide the information. CERS never received either the

information or another invoice from Duke.

California Parties’ witness Fox-Penner also describes in his testimony a type of
“ricochet” or “megawatt laundering” transaction in which sellers purchased energy
from California’s organized markets, exported it out-of-state, and then re-imported it
and sold it to CERS in order for CERS to be able to meet the ISO’s shortfalls. Are
you aware of any facts that relate to these practices?

Through April 2001, while I was employed by the ISO in the scheduling department,
1 personally encountered a number of instances in which particular sellers refused to
sell OOM energy to the ISO when the ISO needed it, and instead insisted on selling
that energy to CERS. I am personally aware that Powerex, LADWP, BPA, Public
Service New Mexico, Puget and PacifiCorp were entities that, during my tenure at
the ISO while CERS was in existence (and therefore standing ready to provide
payment for ISO purchases) simply refused to sell to the ISO and insisted on selling

instead to CERS on a bilateral basis.

I am aware that CERS imported and purchased bilaterally in real time substantial

Page 9 of 11
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amounts of energy from outside of the ISO control area during the period January 17,

2001 - June 20, 2001 from this same group of sellers.

Does this conclude your testimony?

Yes, it does.
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UNITED STATES OF AMERICA '
FEDERAL ENERGY REGULATORY COMMISSION

San Diego Gas & Electric Company,
Complainant
v. Docket Nos. EL00-95-069
Sellers of Energy and Ancillary Services Into
Markets Operated by tae California
Independent System Operator Corporation
and the California Power Exchange,
Respondents.
Investigation of Practices of the California Docket Nos. I:ELLOO-98-058
Independent System Operator and the
California Power Exchange.

AFFIDAVIT OF WILLIAM GREEN
I declare under penalty of perjury that the foregoing is true aq'd correct.

Executed on February 24, 2003.

LSlom & Alresm

William Green
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Specific finding | Prices in the ISO and PX Spot Markets from October 2, 2000 to June 20,
;‘r‘:)‘ro‘;: g 2001, including sales and exchanges to CERS acting on behalf of the ISO,

were unjust and unreasonable.

Sellers participated in Megawatt Laundering or “Ricochet.”
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Sellers refused to sell OOMs to the ISO and insisted instead on selling in
real time to CERS. Sellers also engaged in “self help” by scheduling a
day-ahead sale to CERS and then failing to deliver the contracted-for
quantity, which caused the ISO to have to purchase the shortfall in the
real-time or OOM market, which often occurred through CERS.
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Contains Protected Material - Exhibit No. CA-14, Appendix B
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Not Availabie to Competitive Duty Personnel Page 33 of 41

CERS EXCHANGE TRANSACTION SUMMARY

Counterparty Total MWhs Total MWhs Average
Received Returned Exchange Rate

Powerex 212,075 496,840 2.34
(Storage)’

8,000 15,744 1.97
Powerex
(Real Time)?

72,141 98,233 1.36
BPA’

' Appendix B pp. 2-4.
? Appendix B pp. 5-7.
* Appendix B pp. 8-9.
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POWEREX STORAGE TRANSACTIONS

TOTAL MWh RETURNED Cost using S/MWh of
IN STORAGE EXCHANG FROM $'MWh $/MWh  CAISO Market Cost to Return  Returned

- ACCOUNT E RATE STORAGE STORED TOTAL COST RECEIVED Clearing Price Energy Energy
o 05/15/01 24,000 2.5 9.600 $170.00 $4.080.000 $ 42500

05/16/01 24.000 25 9,600 $17000 $4,080.000 $ 425.00

05/17/01 24,000 2.5 9,600 $170.00 $4.080.000 $ 42500

05/18/01 26,400 19 13,895 $170.00 $4.488.000 % 32300

05/19/01 26.400 19 13,895 $170.00 $4.488,000 § 32300

05/19/01 6.000 2.5 2,400 N/A N/A $597.228.75 $ 149307188 $62211
= 05/20/01 200 2.5 80 N/A N/A $ 1520000 $  38.000.00 347500
' 05/20/01 26,400 1.9 13,895 $170.00 $4,488.000 $ 32300

05/21/01 26,400 1.9 13,895 $170.00 $4,488,000 $ 323.00

05/23/01 6,000 25 2,400 $150.00 $900,000 § 375.00

05/24/01 6,000 2.5 2,400 $150.00 $900,000 $ 375.00

05/25/01 6,000 2.5 2,400 $150.00 $900,000 § 375.00

05/26/01 6.000 25 2,400 $150.00 $900.,000 $ 375.00
i 05/27/01 24,000 25 9,600 $140.00 $3,360,000 $ 350.00

05/28/01 24,000 25 9,600 §140.00 $3,360,000 $ 350.00

05/29/01 6,000 25 2,400 $140.00 $840,000 $ 35000

05/31/01 24,000 25 9,600 $140.00 $3,360.000 $ 350.00

06/01/01 24.000 25 9,600 $140.00 $3,360,000 $ 350.00

06/02/01 15.000 2.5 6,000 §140.00 $2,100,000 $ 350.00

06/03/01 15,000 25 6,000 $140.00 $2,100.000 $ 350.00
M 06/07/01 38,400 25 15,360 § 75.00 $2,880,000 $ 187.50

06/08/01 37,600 25 15,040 $ 75.00 $2,820,000 $ 187.50

06/12/01 37,920 2.5 15,168 $ 72.50 $2,749.200 $ 181.25

06/13/01 37,920 25 15,168 § 72.50 $2,749,200 $ 181.25

06/13/01 1,600 2.5 640 N/A N/A $ 10558800 $ 263,97000 $41245

06/14/01 400 25 160 N/A N/A $ 3347700 $ 83.69250 $523.08
-~ 06/16/01 - 3200 2.5 1,280 N/A N/A $162,710.00 $ 406,775.00 $317.79
. TOTAL 496,840 212,075 $63,470,400 $ 2,285,509

ALL COST TOTAL $65,755,909

AVERAGE RATE OF RETURNED ENERGY $310.06

Note 1: Storage transactions above include transactions only through 6/20/01.

Note 2: Storage transactions above without associated costs are transactions where energy was physically delivered to Powerex.
i
i,
<
{6&5‘.
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BPA EXCHANGES

04/26/01
05/01/01
05/02/01
05/04/01
05/05/01
05/05/01
05/06/01
05/07/01
05/08/01
05/10/01
05/11/01
05/11/01
05/12/01
05/12/01
05/14/01
05/15/01
05/20/01
05/21/01
05/22/01

05/23/01
1 05/24/01

05/31/01
06/01/01
TOTAL

TOTAL MWHS

RECEIVED

900
10,760
1,150
8,585
4,905
400
12,790
343
1,200
1,200
3,900
815
2,450
300
2,800
600
3,000
2,100
4,963
5,080
1,000
400
2,500
72,141

Contains Protected Material -
Not Available to Competitive Duty Personnel

Cost using CAISO
Market Clearing EXCHANG TOTAL MWHS

Price E RATE RETURNED
$ 127,926.00 1.50 1,350
$ 1,645,366.40 1.25 13,450
$ 147,372.00 1.25 1,438
$ 935,610.30 1.25 10,731
$ 643,004.65 1.25 6,131
$  53,144.00 1.50 600
$ 1,891,380.70 1.25 15,988
$  48,467.64 1.25 429
$ 195,948.00 1.60 1,920
$ 162,396.00 1.50 1,800
$ 468,093.50 1.70 6,630
$  91,683.30 1.50 1,223
$  341,306.50 1.50 3,675
$  44,547.00 1.25 375
$ 281,027.00 1.50 4,200
$  64,650.00 1.50 900
$ 319,458.00 1.50 4,500
$ 221,109.00 1.75 3,675
$ 624,039.73 1.10 5,459
$ 669,417.20 1.50 7,620
$ 145,050.00 1.50 1,500
$  72,348.00 1.60 640
$ 254,250.00 1.60 4,000
$ 9,447,594.92 98,233

LI R A N I I I R N R o R R R I IR IR B N T R R

Exhibit No. CA-14, Appendix B

Cost to Return

Energy
191,889.00

2,056,708.00

184,215.00
1,169,512.88
803,755.81
79,716.00

2,364,225.88

60,584.55
313,516.80
243,594.00
795,758.95
137,524.95
511,959.75

55,683.75
421,540.50

96,975.00
479,187.00
386,940.75
686,443.70

1,004,125.80
217,575.00
115,756.80
406,800.00

12,783,989.87

Note 1: Storage transactions above include transactions only through 6/20/01.

$/MWh of
Returned
Energy

$213.21
$191.14
$160.19
$136.23
$163.86
$199.29
$184.85
$176.63
$261.26
$203.00
$204.04
$168.74
$208.96
$ 185.61
$ 150.55
§161.63
$159.73
$ 184.26
$ 138.31
$197.66
$217.58
$289.39
$162.72
$177.21

Page 40 of 41



Ir1cL

00$< 0 0 0 0 0 0 0 00S 00S 00S 005 00S O 0 0 0 0 0 0 0 0 0 0 0 10/4/9
0ot 0 0 0 0 0 0 0 v 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 10/1€/G
0001 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0001 L0/¥2/S
0808 0001 0001 00L 00L O08F 0 00Z 00S 00S O 0 0 0 0 0 0 0 0 0 0 0 0 0 0 LOIEZIS
o 0 0 0 0 0 0 0 T 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 L0/22/S
0S8 00 00€  00€ 00 00f 00€ 00€ 00 0O€ QOE 00€ 00OE OSI  00E 00T O00f 00E O 0 0 0 0 0 0 10122/S
001¢ 0 0 0 0 0 0 00£ 00 00 00€ 00 00f 00 O 0 0 0 0 0 0 0 0 0 ] 1011215
O00E 0 0 0 0 0 00F 00Ot 00F 00F OOF 00 00f 00T 002 O 0 0 0 0 0 0 0 0 0 10/02/S
009 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 009 0 0 [ 0 0 0 0 0 Lo/5L8
008C 0 0 0 0 0 0 0 0 00€ 005 00§ 00S 00§ 00S O 0 0 0 0 0 0 0 0 0 LOv LIS
0og 00f 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 10/21/S
474 0 00L 00§ 0ST 0 0 0 g 0 0 0 00E 00 O 0 0 0 0 0 0 0 0 0 0 LOrZLS
cof 0 0 0 0 0 0 0 0 0 0 0 0 $9¢ 0 0 0 0 0 0 0 0 0 0 0 LO/LMIS
D 0ser 0 0 0 00€  00F 00S 0ST 00S 00S 00S 00€ 0S9 O 0 0 0 0 0 0 00T 0SZ 0 0 0 LO/LLIS
vor osl 0ST 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 10/0L/S
008 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 001 00z 00Z 001 00T L0/0L/S
00zt 001 00€ 0Ol 001 001 O 0 0 0 001 00! 00Z 00l ¢ 0 0 0 0 0 0 0 0 0 0 10/8/S
£t€ 0 0 0 0 0 0 0 0 0 0 0 0 0 0 ¢ 0 0 0 0 0 ¢ 0 007  €¥1 LorLS
06LTI  00F STS  STE  STE  OSt  0SE  0SE  000L 0011 008 008 008 OO8 00L 009 009 Osl Ovl ST STl 00 SI¥ 0S9  0S6 10/9/S
oov 0 0 0 0 0 0 0 ooy 0 0 0 0 0 0 0 0 0 0 0 0 0 0 ] ] 101515
soer SZL 008 OSt  SLb SLf 0S€ 0ST 0 0 0 00 0 0 0 0 0 0 0 0 0 0 0 00r  08L 10/S/S
$858 0811 08F1 0001 008 STL 00 00S O0Of ©OOE 00S 00S 00 00F OOF O 0 0 0 0 0 0 0 0 0 LOrbIS
0s11 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 00 0 0 00T 00€ 0S¢ 10/2/S
09L01 008 00§ 0OF 006 008 096 008 00OL 008 ©008 OOL OOL OOL 009 009 O 0 0 0 0 0 0 0 0 LO/LJS
006 0 0 0 0 0 0 0 0 0 00€ 00 00€ 0 0 0 0 0 0 0 0 0 0 0 0 10/921¥
IVLOL +TAH £TAH TTIH 173H 07AH 613H 813H LIAH 913H S1AM $IAH €13H TIFH 11TH 013H 603H 80AH LOAH 90TH SOAH $0AH €0AH Z0AH 103H JLva
P3A1 - sadueydxy vdq
Iv jo Ip 3degd [puuosidg Aing aannaduwio)) 03 I[qB[IBAY JON
g xipuaddy ‘p1-vD "ON Hquixy ~ [BLI3JBIA] PI)I3301J SMIBIUO))




